Abstract. The purpose of this paper is to find out whether employee share ownership would have the same impact on the employees from Latvian joint stock companies that underwent privatization in the early 1990s and from the ones without such experience. For the purposes of the analysis the author uses the data from two empirical surveys. The author discovers the current situation in Latvia regarding ESO. The author finds out the opinions regarding share ownership, share purchase, change in employees' motivation and performance considering employees that have experienced privatization and the ones that have not.
I. INTRODUCTION
In the early 1990s together with regaining of Latvia's independence a new economic policy was launched, which implied privatization of the state owned enterprises. In many of them shares were granted to employees. In some research papers this process was considered as the employee share ownership (ESO) [1] . However, the author argues that it was not a genuine ESO due to several reasons. Employee share ownership is participation of employees in redistribution of financial results of their employer company resulting from the ownership of the company's shares or their derivatives, in order to increase employee motivation and productivity (in the present paper called "modern ESO").
Privatization was a deal between the state and the holders of privatization certificates rather than employee compensation for the results achieved. Consequently, the process of privatization which implied distributing shares of the enterprises to their staff cannot be regarded employee share ownership. Furthermore, many of the public enterprises under privatization were insolvent. Thus, we cannot say that it was real employee share ownership (as we see it in contemporary perspective) in the companies which did not pay wages to their employees. Actually, the main objective of the state regarding privatization of the companies was attracting strategic investors, who would be able to restore the companies, restructure them and invest in further development of these companies.
In many cases, in the process of transition of business ownership from the company staff to its management, the value of shares was reduced for several reasons -inflation, failure to pay dividends, in some cases, so-called share value "dilution" by increasing the number of shares in an additional issue [2] . Consequently, the management of the companies was in a particularly advantageous position to buy shares at a low price from the employees, who were in financial difficulties. In the companies whose shares were granted to employees, the management often used their position selfishly.
As C. Rosen, J. Case and M. Staubus have found, the introduction of ESO alone does not automatically mean the change in attitudes and outcomes of employees. It depends on the formation of owner's attitude or psychological ownership in the employees. Owner's attitude may be developed if employees in the ESO model have: appropriate amount of shares (which the employee considers sufficient); the company creates the internal culture that helps employees to feel as co-owners; and there is a shared understanding of the business and common target [3] .
Some features of ESO in Latvia developed during the privatization process. Employees of many companies became co-owners. However, there is no information that any enterprise in Latvia would create ESO models in order to enhance firm performance or boost motivation. According to the PEPPER IV Report, by the end of 1998, shares with the nominal value of LVL 27 million, amounting to 13.56 per cent of the total shares, had been sold for vouchers to 25,611 employees and former employees of the companies. During the period 1997-1999, employee and former employee ownership decreased by 19.2 per cent and 23.3 per cent, accordingly [4] .
Although in our opinion employee share ownership through privatization was largely ineffective because the companies did not care about the so-called ownership culture -employees were not considered and treated as owners.
N. Mygind has found that in the early 1990s there was a tendency for relatively low capital intensity in insider owned enterprises [5] . For the reason of easier access to capital markets, the dominant theoretical view is that firms with outside ownership are expected to be more efficient than the firms owned by insiders. At the same time there are arguments that insider ownership may be more conductive to enhance organizational performance [6] . Jones and Mygind have proved that moving away from state ownership has enhanced higher productivity [7] .
J. S. Earle and A. Telegdy state that transfer of shares to employees, through giveaways or sales at low prices, has been a common privatization method in transition economies, due to the relative ease of administrative and political implementation. The method is controversial, however, and frequently alleged as unsuited to the restructuring demands of the transition. On the one hand, insider privatization may improve company's results, ensure loyalty of employees, and their support for restructuring. On the other hand, employees may lack the 10.7250/eb.2014.002
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Only recently some Latvian companies have attempted to introduce modern ESO plans in order to motivate their employees to work more productively, sustain loyalty or reach other goals associated with ESO.
There have been some debates and scientific surveys about employee share ownership during privatization. But the impact of existing or probable share ownership on employees' attitude towards their work in Latvia has not been researched yet. Until now there are no surveys about the treatment of share ownership from employees' point of view. Thus, in this research paper the author would like to discover the evolution of ESO in Latvia through privatization, the consequences of employees' experience as share owners and their attitude and possible change of attitude though share ownership.
II. METHODOLOGY
For the present research the author used data of two empirical surveys conducted by the author. One is a qualitative survey which includes interviews of experts -senior executives of large and medium joint stock companies from different sectors. The research method was semi-structured interviews. The list of experts is presented in Table 1 . The author used NVivo 8 software for qualitative analysis.
PP -private person, LP -legal person
Another survey is quantitative; it includes questionnaires of employees from large and medium joint stock companies in Latvia. The size criterion of enterprises was the number of employees, according to recommendation of the European Commission:
1) More than 250 persons for large enterprises; 2) 50 to 249 persons for medium sized enterprises [9] . According to data of the Register of Enterprises of the Republic of Latvia, there are 65 large JSCs and 141 medium sized ones in Latvia (both -public and over the counter (OTC) companies). In accordance with the information from the Central Statistical Bureau of Latvia, average number of employees in large enterprises is 723 employees, in medium sized -100 employees. Thus, the size of survey population is 61,095 persons.
Our sample consists of 610 employees from 19 large and 42 medium sized companies. The author received 614 responses -140 in the paper form and 474 in the electronic form. The author used SPSS program for the processing of the survey data. For quantitative analysis the author did hypotheses tests (with Chisquare test), correlation analysis and cross tables.
III. RESULTS
There are various forms of employee share ownership in the enterprises in Latvia. Some companies successfully continue to maintain the post-privatization model; in some companies employees have sold their shares to the top management or, in most cases, to foreign investors. Some companies are listed on the stock exchange and the employees purchase shares in the stock market. The author has also found several companies (subsidiaries of large international concerns) that have introduced modern ESO. One of them participated in our qualitative survey.
In order to establish the characteristics of company shareholders, the author compiled Table 2 , which shows the estimated number of shareholders, whether the shares are listed on the stock exchange, whether there are employeesshareholders, the nationality of the shareholders, and their legal status. Many employees who acquired shares during privatization (mostly from 1992 till 1994) sold them shortly after obtaining at a very low price. Several experts (E1, E2 and E6) admitted that in the early 1990s most of the employees sold their shares mainly to the top management at a very low price and now (if they still are in the company), when they see current prices, it is a painful issue for them and they regret the steps taken before. The experts told that during the early stage of privatization no one explained to employees the meaning of share ownership and definitely did not create the modern ESO as we know and understand it today.
Expert E2 admitted that contemporary ESO might work well in the companies with rather young staff (till age of 40 or 50).
However, there were also those who understood the nature of ownership of shares, and saw their potential for the future. Many of these employees have already retired and continue to hold the shares. Others sold them or transferred by inheritance. There are also employees, who still hold the shares or are ready to sell them if they receive an attractive proposition. Employees from the companies listed on the stock exchange sometimes buy shares in the stock market either on their own initiative or encouraged by the employer.
One of the researched companies (E5) is up to 85% owned by its employees. The employees are very loyal to the company and they are proud to be co-owners. They got shares during the early stage of privatization and the criteria of granting shares was the time each employee had worked for the company. The new employees who join the company do not get shares. They can buy them if any of the existing shareholders are willing to sell their shares. Employees of this company are interested in share ownership.
In a large proportion of companies (6 of 9) in which interviews were conducted (see Table 2 ), employees own shares. Three companies are listed on the stock exchange, where everyone, including the staff, is free to buy shares.
Only in one company (E4), where employees used to own stocks (few of them still have), share ownership is not the motivating factor, rather the contrary, because the share value has declined. The expert admitted that the share value has decreased and the value of the money invested in share purchase has also been reduced by inflation. Thus, employees have double losses. They received no dividends as the majority owners for many years decided to invest all the profits in further development of the company. As the employees in E4 company together had less than 10% of shares, their voting rights had no significant impact.
In some companies majority owners are senior management members, for example, E1 and E9. E5 company is owned by the majority of employees and the management. The employees are highly satisfied with the existing model. In addition, the company's major shareholders have the position that the shares are not traded to foreign or outside investors. Only those that are directly associated with the company may purchase shares.
As mentioned before, one of the surveyed companies maintains a modern ESO model. They have several different ESO plans. One of them is broad based ESO. Employees have an opportunity to spend till 10% of their salary for share purchase. If they stay with the company and hold the shares for 3 years period, the employer doubles the amount of shares in their accounts. After the freezing period (3 years) employees are allowed to dispose of their shares freely. About one tenth of the employees have agreed to participate in this ESO plan.
The same company has another ESO plan for its top management. It is done through stock options. Management has to achieve predetermined targets and their work and decisions are evaluated and influence the amount of the ESO bonus. The management program is set for longer terms and there are bigger bonuses which depend on the effectiveness.
According to our and other surveys, the main obstacles that make implementation of ESO in the Latvian companies inconvenient, are lack of appropriate legal basis, disadvantageous taxation policy and lack of information about ESO implementation, case studies, etc.
The main goal of the quantitative study was to find out whether employees in the Latvian companies do or would perceive share ownership in the same way as theory tells us. Would it be a motivating factor for them? Has the privatization experience left some prejudice or negative associations, maybe even feelings that they might be cheated again?
The quantitative study included 614 respondents, of which 37% (227) work in medium-sized enterprises and 63% of staff (387) are employees of large joint stock companies. Regarding the rank of respondents, they represent the following categories: 8.3% (51) To the question "Do you own shares of the Company," 41 respondents answered in affirmative, which is 6.7% of the total number of employees surveyed. Of these, 13 (31.7%) have purchased shares on the stock exchange, 20 (48.8%) -received as a bonus from their employer, and 8 (19.5%) acquired the shares in the privatization process. 93.3% (573) of the respondents do not own shares of the employer company.
Comparing the age groups and ways of getting shares (see Table 3 ), it can be concluded that both groups (privatization experienced respondents (older than 40) and past privatization respondents (younger than 40)) own shares in almost equal proportion. Approximately 20% got their shares during privatization. The rest 80% got them as a bonus from the employer (49%) or bought them on the stock exchange (31%). The next task is to determine whether there are differences among the respondents who have purchased shares on the stock exchange, received them as a bonus or during the time of privatization (V7) and the importance of benefits these people have received from shares (from V10_1 to V10_5). To clarify this, the author carried out hypothesis test with a chi-square test for the following hypotheses:
H0: There is no significant difference between opinions about the benefits they can receive from shares among groups of respondents (differentiated by ways of obtaining stocks).
H1: There is a significant difference between opinions about the benefits they can receive from shares among groups of respondents (differentiated by ways of obtaining stocks).
It was approved by the null hypothesis in all cases, so the importance of receiving the stock bonuses does not depend on the way in which staff got their shares.
To assess the impact of privatization period experiences on the treatment to the acquisition of shares, the respondents were divided into two age groups: a) Those who were not yet of working age at the time of privatization (i.e., did not have the first-hand experience): age group "till 25" and "26-40", in total 448 respondents; b) Those who were of working age during privatization: the age group "41-55" and "over 55", in total 166 respondents. Then the author did cross-tabulation of age groups and attitude towards share purchase with a 50% discount and freezing period for 3 years (see Table 4 ). Evaluating responses of the youngest group, 22% of them would not have purchased the shares at a discount, and 78% would buy them. A group that experienced the privatization period has a more cautious attitude -67% would purchase shares. The difference is not very significant and thereby it can be concluded that people feel much safer today regarding an opportunity to purchase stocks. This may also be due to improvements in securities market infrastructure and information availability.
The difference between groups regarding share purchase can be explained by both the privatization experience and the risk "appetite" decline with ageing. The correlation coefficient for the age groups and the issue of V11 indicates that the relationship between variables can be assessed as weak (0.158).
Another question regarded the attitude towards share purchase from the existing shareholders (see Table 5 ). Evaluating the responses of the youngest group, 19% of them would not have purchased the shares, 81% would purchase. The group who experienced the privatization period is more cautious in their attitude -71% would purchase shares.
Although there is a difference between both age groups in their attitude towards the acquisition of shares by comparing the response to the previous question, in all age groups there is a growing number of persons interested in the acquisition of shares. Perhaps it is because of the "freezing period" mentioned in the previous question.
The correlation coefficient for the age groups and share purchase from the existing shareholders indicates that the relationship between the variables can be assessed as weak (0.067).
The employees who owned shares (N = 41) were asked about the factors that were important for them regarding share ownership. Employees-owners noted that the most important factors for them in the context of share ownership were financial benefits from shares -dividends and increase in value (68% and 56% of respondents who own shares gave the highest rating of importance, see details in Fig. 1 ). Receiving information was important for 36%. 25% valued voting rights. Currently in Latvia voting rights for personnel share owners are not legally provided. The author supposes that entrepreneurs (and not the state) should have an opportunity to take decisions with regard to granting voting rights in ESO plans or not.
The least valuable for employees co-owners is the higher status in the society sometimes associated with share ownership. 250 (41%) survey respondents noted that they work in a public company. When asked about how often they check the share prices of their employer's company, most respondents answered that they actually do not seek and care about the stock price changes in the market (152 respondents or 61%, see Figure 2 ). 24 (9%) of the respondents are following the fluctuations of stock prices daily, 42 (17%) -once a month, 32 (13%) -about once a year.
160 (26.1%) of the respondents work in the companies over the counter, while 204 (33.2%) of the participants stated they do not know whether the company shares are quoted on the stock exchange or not. Thus, it can be concluded that the overall knowledge about stocks and stock exchange market is rather low and companies do not inform their employees about these issues. N. Mygind mentions that insider ownership, and especially employee share ownership, are considered to have specific disadvantages regarding the performance of the company, because employees might have special objectives of ensuring stable jobs and high wages, which contradict the objective of profit maximization. The disadvantage of employee share ownership might also be that employees might lack the necessary management skills and they have limited access to capital [10] .
Contrary to this opinion, there are many empirical surveys proving that enterprises with ESO perform much better than their peers without employee shares. For example F. Fakhfakh, V. Perotin and M. Gago have researched employee performance in different industries in France. Their survey approves that employee owned companies grow faster and are more productive [11] . J. Blasi and D. Cruse have gathered empirical results from 30 surveys conducted in the United States in order to examine the impact of ESO. The majority of the surveys showed either positive or neutral result. In none of them ESO caused negative consequences. Average difference in performance was 4-5% more in the enterprises maintaining the ESO schemes [12] . The same authors in other survey studied 105 listed companies in the United States with broad-based ESO and also found positive impact of ESO [13] . There are many other empirical surveys attesting that better performance is observed in the enterprises where employees are co-owners.
In the early nineties in Latvia almost no one in the management of enterprises cared about employee share ownership development. During privatization the most widespread way of ownership transfer was to find an outside investor. Another way would be developing the existing ESO till its genuine manifestation.
The author wanted to find out whether Latvian employees would perform better in companies as co-owners. The author asked a question to the respondents of the survey conducted: how did/would their work performance change if they were coowners of the company (see Table 6 ). It can be seen that 51% of respondents associate share ownership with productivity improvement. The group that had direct experience of privatization is more conservative regarding productivity change. One of the explanations for this may be that the employees belonging to this group already work with the best effort and share ownership would not change their attitude. Only 38% of the respondents over 40 years of age would be able to improve their productivity and associate it with share ownership. The respondents that did not have direct relationship with share ownership through privatization are probably more materialistic or more interested in share ownership. 56% of them would be able to improve their productivity becoming shareholders.
IV. CONCLUSIONS
Most of the studies on the ESO done in Latvia in general reflect and describe the historical situation of privatization, experience and problems of that time. Our study analyses current situation of ESO in Latvia and attitude of employees towards share ownership. The author tried to evaluate whether privatization experience had left some negative reflections associated with employee share ownership.
In Latvia there is a specific historical experience of ESO gained through privatization mostly during the beginning of the 1990s. Many companies granted their shares to employees but they did not build or develop ownership culture among their employees. Therefore, the practice of privatization cannot be regarded as modern employee share ownership practice.
The author found out that there are companies that adopted different forms of employee share ownership (or without it): a) companies with employees-owners since privatization: a. having positive experience, b. having negative experience, b) listed companies with employees co-owners (both management and staff), c) companies with managers co-owners, d) companies without ESO, e) companies with modern ESO. More than 75% of survey respondents expressed interest in the opportunity of buying shares in their employer's company. The group of respondents younger than 40 years of age had more positive attitude towards the acquisition of shares. The experienced group was less willing to purchase shares. The difference between both groups was approximately 10%.
Thereby it can be concluded that privatization might have left a negative impact on employees' attitude towards share purchase. However, there may be other influencing and reinforcing factors as well, e.g. risk appetite decline with ageing and potential better knowledge and understanding about modern financial markets among younger employees.
